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H 5576. 1

SECOND SUBSTI TUTE HOUSE BI LL 3180

State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By House Capital Budget (originally sponsored by Representatives
Ornsby, Green, Mirrell, Liias, Dunn, and Wod)

READ FI RST TI ME 02/ 12/ 08.

AN ACT Relating to housing reform policies to achieve greater
efficiencies in housing investnents; anmending RCW 43.180.050 and
84. 36. 560; reenacting and anmendi ng RCW 43. 180. 070; addi ng new secti ons
to chapter 43.185 RCW adding a new section to chapter 43.180 RCW
creating new sections; and providing an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The departnent of comunity, trade, and
econom ¢ devel opnment shall work in consultation wth the affordable
housi ng advisory board and representatives from nonprofit housing
devel opnent organi zati ons and affordabl e housi ng advocacy groups in the
state to:

(a) ldentify and analyze all costs associated with affordable
housi ng devel opnent projects financed through the Washi ngton housing
trust fund under chapters 43.185 and 43. 185A RCW which may i ncl ude,
but are not limted to, costs associated with |egal and architectural
services, permtting and inpact fees, land acquisition, and genera
construction costs;

(b) Make recommendations for strategies, which nust include
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recommendati ons for changes to public policy and departnent procedures,
to reduce the costs identified in (a) of this subsection; and

(c) Make recomendations for potential performance neasures
appropriate for each strategy identified.

(2) In devel oping recommendations for strategies to reduce costs,
the departnment of conmmunity, trade, and econom c devel opnent shall
anal yze and address the fiscal inpact of public policies of the state
and of |ocal governnents, Washington housing trust fund policies, and
general market forces on affordabl e housing devel opnent.

(3) The departnent of conmmunity, trade, and econom c devel opnent
shall report its findings and recommendations to the governor and to
the appropriate commttees of the | egislature by Septenber 30, 2009.

NEW SECTION. Sec. 2. The office of the insurance conm ssioner, in
col |l aboration wth the departnment of conmmunity, trade, and econonc
devel opnent and, when necessary, in consultation wth the office of
financi al managenent and the office of the attorney general, nust, by
Decenber 1, 2008, present specific recommendations for strategies to
reduce construction liability and earthquake insurance costs for
af f ordabl e housi ng projects funded by the Washi ngton housing trust fund
under chapters 43.185 and 43.185A RCW wth a specific enphasis on
identifying strategies to reduce construction liability insurance
cost s, to t he appropriate commttees of t he | egi sl ature.
Recommendati ons nust include any changes to existing statutory or
regul atory |anguage necessary for the state or for eligible
organi zations with affordable housing projects funded by the housing
trust fund to pursue recommended strategies.

NEW SECTION. Sec. 3. A new section is added to chapter 43.185 RCW
to read as follows:

(1) The housing trust fund float |oan programis created within the
departnment to provide short-term zero-interest or |lowinterest |oans
to eligible organizations that have applied to the Washi ngton housi ng
trust fund for a project eligible under the housing trust fund criteria
but inadequate funds were not available for the project during the
f undi ng round.

(2) The departnment shall develop policies and procedures necessary

2SHB 3180 p. 2
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to admnister the float l|oan program and shall present a program
i npl ementation plan to the appropriate conmttees of the |egislature by
Decenber 1, 2008. The program nust be inplenented by February 1, 2009.

Sec. 4. RCW43.180.050 and 1986 ¢ 264 s 1 are each anended to read
as follows:

(1) In addition to other powers and duties prescribed in this
chapter, and in furtherance of the purposes of this chapter to provide
decent, safe, sanitary, and affordable housing for eligible persons,
the comm ssion is enpowered to:

(a) Issue bonds in accordance with this chapter;

(b) Invest in, purchase, or make commtnents to purchase or take
assi gnnents from nortgage | enders of nortgages or nortgage | oans;

(c) Make loans to or deposits with nortgage | enders for the purpose
of maki ng nortgage | oans; and

(d) Participate fully in federal and other governnental prograns
and to take such actions as are necessary and consistent with this
chapter to secure to itself and the people of the state the benefits of
t hose prograns and to neet their requirenents, including such actions
as the comm ssion considers appropriate in order to have the interest
paynents on its bonds and other obligations treated as tax exenpt under
t he code.

(2) The commssion shall establish eligibility standards for
el i gible persons, considering at |least the follow ng factors:

(a) Incone;

(b) Famly size;

(c) Cost, condition and energy efficiency of avail able residenti al
housi ng;

(d) Availability of decent, safe, and sanitary housi ng;

(e) Age or infirmty; and

(f) Applicable federal, state, and | ocal requirenents.

The state auditor shall audit the books, records, and affairs of
the comm ssion annually to determ ne, anong other things, if the use of
bond proceeds conplies with the general plan of housing finance
objectives including conpliance with the objective for the use of

financing assistance ((feor—irplerentation—of—cost—effective—energy
efficiency—reasures—in—dwelHings)) to increase the supply of affordable

and decent housi ng throughout the state.

p. 3 2SHB 3180
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Sec. 5. RCW43.180.070 and 1999 c¢ 372 s 11 and 1999 c 131 s 1 are
each reenacted and anmended to read as foll ows:

The comm ssion shall adopt a general plan of housing finance
obj ectives to be inplenented by the comm ssion during the period of the
pl an. The comm ssion may exercise the powers authorized under this
chapter prior to the adoption of the initial plan. 1n devel oping the
pl an, the comm ssion shall consider and set objectives for:

(1) The use of funds for single-famly and nultifam |y housing;

(2) The use of funds to pronpte increased housing density;

(3) The use of funds to pronote the provision of affordable housing
for the |ongest period of tine possible;

(4 The wuse of funds for new construction, rehabilitation,
i ncl udi ng refinancing of existing debt, and home purchases;

((3))) (5) The housing needs of |owincome and noderate-incone

persons and famlies, and of elderly persons or ((#weprtatyr—or

physteallyhandicapped)) persons with disabilities or nental illness;
((64))) (6) The use of funds in coordination with federal, state,

and | ocal housing prograns for |owinconme persons;

((65))) (7) The use of funds in urban, rural, suburban, and speci al
areas of the state;

((66))) (8) The use of financing assistance to stabilize and
upgr ade declining urban nei ghborhoods;

((6H)) (9) The wuse of financing assistance for economcally
depressed areas, areas of mnority concentration, reservations, and in
nor t gage- defi ci ent areas;

((68))) (10) The geographical distribution of bond proceeds so that
the benefits of the housing progranms provided under this chapter wl|
be avail abl e to address demand on a fair basis throughout the state;

((69Y)) (11) The use of financing assistance for inplenentation of
cost-effective energy efficiency nmeasures in dwellings.

The plan shall include an estimate of the anount of bonds the
comm ssion wll issue during the termof the plan and how bond proceeds
w |l be expended.

The plan shall be adopted by resolution of the comm ssion follow ng
at | east one public hearing thereon, notice of which shall be nmade by
mailing to the clerk of the governing body of each county and by
publication in the Washington State Register no nore than forty and no
| ess than twenty days prior to the hearing. A draft of the plan shal
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be nmade available not less than thirty days prior to any such public
hearing. ((At—east—everytwo—years-)) The conm ssion shall report to
the legislature annually regarding inplenentation of the plan. The
conm ssion shall update the plan every two years.

((The conm ssion may periodically update the plan.))

The comm ssion shall adopt rules designed to result in the use of
bond proceeds in a manner consistent with the plan. The comm ssion may
periodically update its rules.

This section is designed to deal only with the use of bond proceeds
and nothing in this section shall be construed as a limtation on the
comm ssion's authority to i ssue bonds.

NEW SECTION. Sec. 6. A new section is added to chapter 43.180 RCW
to read as foll ows:

The comm ssion nust adopt program guidelines to ensure that
qualified applications submtted by nonprofit entities are given
priority for the use of tax exenpt bonds issued under this chapter for
mul tifam |y affordabl e housi ng devel opnents.

NEW SECTION. Sec. 7. A new section is added to chapter 43.185 RCW
to read as foll ows:

Affordable housing developnents receiving financing by the
Washi ngton housing trust fund under this chapter and chapter 43.185A
RCW that were not acquired by emnent domain are exenpt from the
requi rements of and rul es adopted for chapter 8.26 RCW All projects
receiving financing from the housing trust fund nust conply with any
relocation standards and requirenents and real property acquisition
policies established by the departnent as a condition of housing trust
fund assi st ance.

NEW SECTION. Sec. 8. A new section is added to chapter 43.185 RCW
to read as foll ows:

The nonprofit equity account programis created in the departnent
to facilitate nonprofit entity use of tax-exenpt multifamly bonds
issued by the Wshington state housing finance comm ssion. The
departnment shall contract with the Washington state housing finance
comm ssion to adm nister the nonprofit equity account program By
Decenber 31, 2008, and annually thereafter, the Wshington state

p. 5 2SHB 3180
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housi ng fi nance comm ssion nust report to the appropriate conmttees of
the l|egislature, using performance neasures, on the activities and
acconpl i shnents of the program

NEW SECTION. Sec. 9. A new section is added to chapter 43.185 RCW
to read as foll ows:

The nonprofit equity account is created in the state treasury. Al
recei pts from anounts appropriated for the purpose of facilitating
nonprofit entity use of tax-exenpt nultifamly bonds issued by the
Washi ngton state housing finance comm ssion nmust be deposited into the
account. Mneys in the account may be spent only after appropriation.
The departnent shall adm nister the account and hold it separate and
apart fromall other noneys, funds, and accounts of the departnent.

NEW SECTION. Sec. 10. A new section is added to chapter 43.185
RCWto read as foll ows:

(1) The housing comunities program is created wthin the
departnent to provide technical assistance and organi zati onal capacity
buil ding progranms to private, community-based nonprofit organizations
that primarily serve communities of color or multilingual comunities.
The housing conmunities program nust provide organizational training
and techni cal assistance on housi ng devel opnent issues, including asset
managenent, resource acquisition, and other general housi ng devel opnent
topics, with the goal of assisting nonprofit organizations to add
af f ordabl e housi ng devel opnent into their organizational m ssions and
wor kpl ans, or expand their current affordable housing prograns to
further neet the needs of their conmmunities.

(2) The departnment shall contract with two or nore experienced
housi ng nonprofit organi zations that have the capacity to inplenent the
housi ng comuni ti es programthroughout the state.

NEW SECTION. Sec. 11. A new section is added to chapter 43.185
RCWto read as foll ows:

(1) The housing infrastructure programis created in the departnent
to provide loans for public infrastructure that supports affordable
rental housing and affordabl e owner-occupi ed housi ng.

(2) The departnment is authorized to nmake direct loans to eligible
organi zations for the cost of public works projects that support

2SHB 3180 p. 6



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DN PEe o

affordable rental housing and affordable owner-occupied housing,
including the planning, construction, repair, reconstruction,
repl acenent, rehabilitation, or inprovenent of sidewal ks, streets and
roads, bridges, power wutilities, water systens, storm and sanitary
sewage systenms, and solid waste facilities. The departnent may al so
provide |l oans for the acquisition of real property when the acquisition
is directly related to the devel opnent of public works projects for
af fordabl e rental and owner-occupi ed housi ng.

(3) Loan interest rates shall not exceed one-half of one percent
per annum The departnment nust provide reasonable terns and conditions
for repaynent of |oans, including partial forgiveness of |oan principal
and i nterest paynents.

(4) The departnent shall conduct a statew de request for public
wor ks project applications and shall establish a conpetitive process
for I oan awards. The departnent shall review and prioritize proposals
in consultation with the public works board, the comunity econom c
revitalization board, and the transportation inprovenent board. The
following criteria nust be used in the evaluation and ranking of public
wor ks project applications:

(a) The public works projects nust support affordable rental
housi ng and aff ordabl e owner-occupi ed housi ng; and

(b) The public works projects nmust denonstrate convincing evidence
that (i) additional residential or m xed-use devel opnent will occur in
an urban grow h area designated under RCW 36. 70A. 110; (ii) the proposed
m xed-use residential developnent is within one-half mle of a public
transportati on passenger termnal or mpjor transit passenger stop; and
(ti1) that either noderate or high-density housing devel opnents, or
both, wll be constructed.

(5) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Affordabl e owner-occupi ed housi ng" neans housing affordable to
and occupied by households with incones not exceeding one hundred
fifteen percent of the nedian incone for housing |ocated outside of
hi gh-cost areas or one hundred fifty percent of the nedian incone for
housi ng | ocated w t hin high-cost areas.

(b) "Affordable rental housing" neans rental housing wunits
affordable to and occupied by households with inconmes not exceeding

p. 7 2SHB 3180
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eighty percent of the nedian inconme for housing |ocated outside of
hi gh-cost areas, or equal to the nedian inconme for housing |ocated
wi t hi n high-cost areas.

(c)"Hi gh-cost area" neans a county where the third quarter nedi an
house price for the previous year, as reported by the Washi ngton center
for real estate research at Washington State University, is equal to or
greater than one hundred thirty percent of the statew de nedi an house
price published during the sane tinme period.

NEW SECTION. Sec. 12. A new section is added to chapter 43.185
RCWto read as foll ows:

The affordable housing infrastructure account is created in the
state treasury. All receipts fromappropriations nade to the account,
repaynents of |oans made under section 11 of this act, and other
sources identified by the legislature nust be deposited into the
account. Mneys in the account may be spent only after appropriation.
Expenditures from the account my be used only for the purposes
identified in section 11 of this act.

Sec. 13. RCW84.36.560 and 2007 ¢ 301 s 1 are each anended to read
as follows:

(1) The real and personal property owned or used by a nonprofit
entity in providing rental housing for very |owincone househol ds or
used to provide space for the placenent of a nobile honme for a very
| ow-i nconme household within a nobile honme park is exenpt fromtaxation
if:

(a) The benefit of the exenption inures to the nonprofit entity;

(b) At least seventy-five percent of the occupied dwelling units in
the rental housing or lots in a nobile honme park are occupied by a very
| ow-i ncone househol d; and

(c) The rental housing or lots in a nobile hone park were insured,
financed, or assisted in whole or in part through one or nore of the
foll ow ng sources:

(i) A federal or state housing program admnistered by the
departnent of community, trade, and econom c devel opnent;

(1i) A federal housing program adm nistered by a city or county
gover nnent ;

(iii1) An affordabl e housing | evy authorized under RCW 84.52. 105; or

2SHB 3180 p. 8
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(iv) The surcharges authorized by RCW 36.22.178 and 36.22.179 and
any of the surcharges authorized in chapter 43.185C RCW

(2) If less than seventy-five percent of the occupied dwelling
units within the rental housing or lots in the nobile hone park are
occupi ed by very lowinconme households, the rental housing or nobile
home park is eligible for a partial exenption on the real property and
a total exenption of the housing's or park's personal property as
fol | ows:

(a) A partial exenption shall be allowed for each dwelling unit in
the rental housing or for each ot in a nobile honme park occupied by a
very | owincone househol d.

(b) The anpbunt of exenption shall be calculated by nmultiplying the
assessed value of the property reasonably necessary to provide the
rental housing or to operate the nobile honme park by a fraction. The
numerator of the fraction is the nunber of dwelling units or lots
occupi ed by very | owincone househol ds as of Decenber 31st of the first
assessnent year in which the rental housing or nobile hone park becones
operational or on January 1lst of each subsequent assessnent year for
whi ch the exenption is clained. The denom nator of the fraction is the
total nunber of dwelling units or |ots occupied as of Decenber 31st of
the first assessnent year the rental housing or nobile honme park
becones operational and January 1st of each subsequent assessnent year
for which exenption is clained.

(3) If a currently exenpt rental housing unit in a facility with
ten units or fewer or nobile honme lot in a nobile home park with ten
|l ots or fewer was occupied by a very |l owinconme household at the tine
t he exenption was granted and the inconme of the household subsequently
ri ses above ((+H+ft+y—perecent)) the very lowincone household threshold
of the nedian incone but remains at or below eighty percent of the
medi an i nconme, the exenption wll continue as long as the housing
continues to neet the certification requirenents of a very |owinconme
housi ng programlisted in subsection (1) of this section. For purposes
of this section, nedian inconme, as nost recently determ ned by the
federal departnent of housing and urban devel opnent for the county in
which the rental housing or nobile hone park is located, shall be
adjusted for famly size. However, if a dwelling unit or a |ot becones
vacant and is subsequently rerented, the inconme of the new househol d
must be at or below ((#+HFty—pereent)) the very lowincone household

p. 9 2SHB 3180
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threshold of the nedian incone adjusted for famly size as nost
recently determned by the federal departnment of housing and urban
devel opnent for the county in which the rental housing or nobile honme
park is located to remain exenpt from property tax.

(4) If at the time of initial application the property is
unoccupi ed, or subsequent to the initial application the property is
unoccupi ed because of renovations, and the property is not currently
bei ng used for the exenpt purpose authorized by this section but wll
be used for the exenpt purpose within two assessnment years, the
property shall be eligible for a property tax exenption for the
assessnent year in which the claimfor exenption is submtted under the
foll ow ng conditions:

(a) Acommtnment for financing to acquire, construct, renovate, or
ot herwi se convert the property to provide housing for very | owincone
househol ds has been obtained, in whole or in part, by the nonprofit
entity claimng the exenption fromone or nore of the sources listed in
subsection (1)(c) of this section;

(b) The nonprofit entity has manifested its intent in witing to
construct, renodel, or otherw se convert the property to housing for
very | owinconme househol ds; and

(c) Only the portion of property that will be used to provide
housing or lots for very |owincone households shall be exenpt under
this section.

(5 To be exenpt under this section, the property nust be used
exclusively for the purposes for which the exenption is granted, except
as provided in RCW 84. 36. 805.

(6) The nonprofit entity qualifying for a property tax exenption
under this section may agree to make paynents to the city, county, or
ot her political subdivision for inprovenents, services, and facilities
furnished by the city, county, or political subdivision for the benefit
of the rental housing. However, these paynents shall not exceed the
anount | ast levied as the annual tax of the city, county, or political
subdi vi si on upon the property prior to exenption.

(7) As used in this section:

(a) "G oup hone" neans a single-famly dwelling financed, in whole
or in part, by one or nore of the sources listed in subsection (1)(c)
of this section. The residents of a group hone shall not be considered
to jointly constitute a household, but each resident shall be

2SHB 3180 p. 10
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considered to be a separate household occupying a separate dwelling
unit. The individual inconmes of the residents shall not be aggregated
for purposes of this exenption;

(b) "Mobile honme lot" or "nobile hone park" neans the sane as these
terms are defined in RCW59. 20. 030;

(c) "Cccupied dwelling unit" neans a living unit that is occupied
by an individual or household as of Decenber 31st of the first
assessnent year the rental housing beconmes operational or is occupied
by an individual or household on January 1st of each subsequent
assessnment year in which the claimfor exenption is submtted. |If the
housing facility is conprised of three or fewer dwelling units and
there are any unoccupied units on January 1st, the departnent shall
base the anmount of the exenption upon the nunber of occupied dwelling
units as of Decenber 31st of the first assessnent year the rental
housi ng becomes operational and on My 1st of each subsequent
assessnment year in which the claimfor exenption is submtted,

(d) "Rental housing" nmeans a residential housing facility or group
home that is occupied but not owned by very | owincone househol ds;

(e) "Very lowincone household" neans: (i) A single person,
famly, or unrelated persons living together whose incone is at or
bel ow fifty percent of the nedian incone adjusted for famly size as
nost recently determ ned by the federal departnent of housing and urban
devel opnent for the county in which the rental housing or nobile hone
space is located and in effect as of January 1st of the year the
application for exenption is submtted; or (ii) for properties that
have received funds from the nonprofit equity account created in
section 9 of this act, a single person, famly, or unrelated persons
living together whose incone is at or below sixty percent of the nedian
incone adjusted for famly size as nost recently determ ned by the
federal departnent of housing and urban devel opnent for the county in
which the rental housing or nobile hone space is located and in effect
as of January 1st of the year the application for exenption is
subm tted; and

(f) "Nonprofit entity" neans a:

(1) Nonprofit as defined in RCW 84.36.800 that is exenpt from
i ncome tax under section 501(c) of the federal internal revenue code;

(i) Limted partnership where a nonprofit as defined in RCW
84.36.800 that is exenpt from incone tax under section 501(c) of the

p. 11 2SHB 3180
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federal internal revenue code, a public corporation established under
RCW 35. 21.660, 35.21.670, or 35.21.730, a housing authority created
under RCW 35.82.030 or 35.82.300, or a housing authority neeting the
definition in RCW35.82.210(2)(a) is a general partner; or

(iii) Limted liability conpany where a nonprofit as defined in RCW
84.36.800 that is exenpt from incone tax under section 501(c) of the
federal internal revenue code, a public corporation established under
RCW 35. 21. 660, 35.21.670, or 35.21.730, a housing authority established
under RCW 35.82.030 or 35.82.300, or a housing authority neeting the
definition in RCW35.82.210(2)(a) is a managi ng nenber.

NEW SECTION. Sec. 14. |If specific funding for the purposes of
sections 1, 2, 10, 11, and 12 of this act, referencing sections 1, 2,
10, 11, and 12 of this act by bill or chapter nunber and section
nunber, is not provided by June 30, 2008, in the ommi bus appropriations
act, sections 1, 2, 10, 11, and 12 of this act are null and void.

NEW SECTION. Sec. 15. Sections 1 and 2 of this act expire
Decenber 1, 2009.

~-- END ---

2SHB 3180 p. 12
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